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DEPARTMENT  OF  ENERGY 

Federal  Energy  Regulatory 
Commission 

18  CFR  Part  282 
[Docket  No.  RM80-18] 

Incremental  Pricing 

agency:  Federal  Energy  Regulatory 
Commission. 

ACTION:  Notice  of  proposed  rulemaking. 

summary:  The  Federal  Energy 
Regulatory  Commission  hereby  gives 
notice  of  a  proposed  rulemaking  in 
Docket  No.  RM80-18.  On  July  31, 1981, 
the  Commission  issued  an  Order 
Delineating  Effect  of  Judical  Action  on 
Commission  Regulations  which 
recognized  that  the  decision  in  Process 
Gas  Consumers  Group  v.  United  States 
Department  of  Agriculture  (46  FR  41034, 
Aug.  14, 1981)  had  a  significant  affect  on 
this  Commission’s  incremental  pricing 
program.  In  the  July  31  order  the 
Commission  noted  its  intent  to  treat  this 
matter  by  a  rulemaking. 

The  proposed  rule  will  exempt  from 
incremental  pricing  surcharges  imder 
Title  II  of  the  Natural  Gas  Policies  Act 
of  1978,  the  boiler  fuel  use  of  natural  gas 
to  raise  steam  which  is  used  as  an 
integral  part  of  the  manufacturing 
process  of  fertilizer,  agricultural 
chemicals,  animal  feed  or  food.  This  rule 
is  being  proposed  pursuant  to  the 
Commission’s  authority  under  section 
206(d)  of  the  Act. 

DATES:  Comments  must  be  received  on 
or  before  August  31, 1981. 

ADDRESSES:  Comments  may  be  mailed 
to  the  Secretary,  Federal  Energy 
Regulatory  Commission,  825  North 
Capitol  Street,  NE.,  Washington,  D.C. 
20426.  All  comments  should  refer  to 
Docket  No.  RM80-18. 

Written  comments  will  be  placed  in 
the  Commission’s  public  files  and  will 
be  available  for  public  inspection 
through  the  Commission’s  Office  of 
Public  Information,  Room  1000,  825 
North  Capitol  Street,  NE.,  Washington, 
D.C. 20426. 

FOR  FURTHER  INFORMATION  CONTACT. 

Barbara  Christin,  Office  of  the  General 
Counsel,  Federal  Energy  Regulatory 
Commission,  825  North  Capitol  Street 
NE.,  Washington,  D.C.  20426,  (202) 
357-8330 
or 

Carol  Lane,  Office  of  the  General 
Counsel,  Federal  Energy  Regulatory 
Commission,  825  North  Capitol  Street, 
NE.,  Washington,  D.C.  20426,  (202) 
357-8511. 

SUPPLEMENTARY  INFORMATION: 

In  the  matter  of  treatment  under  the 


Incremental  Pricing  Program  of  Natural 
Gas  used  in  the  manufacturing  process 
for  fertilizer,  agricultural  chemicals, 
animal  feed  or  food. 

Issued:  August  14, 1981. 

The  Federal  Energy  Regulatory 
Commission  (Commission)  proposes  to 
amend  §  282.203  and  to  add  a  new 
§  282.210  to  its  rules  to  exempt  from 
incremental  pricing  natural  gas  used  as 
boiler  fuel  to  raise  steam  employed  in  a 
processing  function  in  the  manufacture 
of  fertilizer,  agricultural  chemicals, 
animal  feed  or  food.  Until  recently, 
facilities  utilizing  natural  gas  in  this 
manner  had  been  claiming  exemptions 
from  incremental  pricing  as  process 
users  under  Title  II  of  the  Natural  Gas 
Policy  Act  of  1978  (NGPA)  (15  U.S.C. 
3301-3432)  and  various  Commission 
regulations. 

On  June  30, 1981,  the  United  States 
Court  of  Appeals  for  the  District  of 
Columbia  issued  an  opinion  in  Process 
Gas  Consumers  Group,  et  al.  v.  United 
States  Department  of  Agriculture 
(PGCG)  (Nos.  80-1558  and  80-1603). 

That  case  held  that  natural  gas  used  as 
a  boiler  fuel  to  produce  steam,  which 
steam  is  directly  applied  in  the 
manufacturing  process  of  products,  is 
not  a  process  use.  By  that  determination 
the  Court  effectively  subjected  such  uses 
to  incremental  pricing. 

This  proposal  would  provide  an 
exemption  from  surcharges  f^m  the 
incremental  pricing  program  under 
section  206(d)  of  the  NGPA. 

I.  Background 

Title  II  of  the  NGPA  requires  the 
Commission,  within  certain  guidelines, 
to  institute  and  administer  a  federal 
incremental  pricing  program.  The 
program  is  designed  to  pass  through,  by 
surcharge,  to  certain  industrial  facilities, 
a  portion  of  the  increases  in  the 
wellhead  prices  of  natural  gas  allowed 
under  Title  I  of  the  NGPA. 

Currently,  the  incremental  pricing 
program  applied  to  natural  gas  used  as 
boiler  fuel  by  large  industrial  facilities. 
Under  Title  II  of  the  NGPA,  the 
incremental  pricing  program  was  to  be 
implemented  in  two  phases.  In  Phase  I, 
section  201  required  the  Commission  to 
promulgate  rules  applicable  to  natural 
gas  used  as  boiler  fuel  by  large 
industrial  facilities.*  The  Commission 
issued  these  rules  on  September  28, 

1979,  in  Docket  Nos.  RM79-14  (Order 
No,  49, 44  FR  57726,  October  5, 1979)  and 


'  Phase  II  rules,  which  would  have  subjected  other 
industrial  uses  of  natural  gas  to  incremental  pricing, 
were  disapproved  by  the  House  of  Representatives 
on  May  20, 1980  (Resolution  of  Disapproval,  H.  Rep. 
655). 


RM79-21  (Order  No.  50,  44  FR  57754, 
October  5, 1979).  These  rules  became 
effective  on  October  15, 1979. 

Title  II  of  the  NGPA  speciHcally 
exempts  from  the  incremental  pricing 
program  for  a  temporary  period  * 
industrial  facilities  that  use  natural  gas 
for  an  “agricultural  use’’  as  defined  in 
section  206(b)(3)  of  the  NGPA.’  The  frnal 
regulations  implementing  section  201  of 
the  NGPA  (Order  No.  49)  also 
implemented  the  agricultural  use 
exemption  from  the  incremental  pricing 
program.  Section  282.202(a)  of  the 
Commission’s  original  regulations 
defrned  “agricultural  use”,  inter  alia,  as 
any  use  of  natural  gas: 

(1)  which  is  certiBed  by  the  Secretary 
of  Agriculture  under  7  CFR  2900.3  as  an 
“essential  agricultural  use’’  pursuant  to 
section  401(c)  of  the  NGPA  *  *  *.* 

Immediately  after  issuance  of  the 
original  regulations,  the  Commission 
received  requests  from  and  on  behalf  of 
Nitram,  Inc.  (which  uses  natural  gas  as 
boiler  fuel  in  the  production  of 
ammonium  nitrate  fertilizer),  to  deBne 
the  term  “process  fuel”  that  appears  in 
the  definition  of  “agricultural  use”  to 
include  natural  gas  used  as  boiler  fuel  if 
the  stream  raised  by  the  boiler  forms  an 
integral  step  in  the  manufacture  of  the 
end  product.  'The  Commission  treated 
Nitram’s  request  as  a  petition  for 
reconsideration  of  Order  No.  49,  and 
except  to  the  extent  that  the 
Commission  gave  notice  of  its  intent  to 
open  a  docket  for  the  purpose  of 
receiving  further  comments,  denied  the 
petition.  See  Order  No.  49-A,  issued 
December  27, 1979  (45  FR  767,  January  3, 
1980). 

After  Order  No.  49-A  was  issued,  the 
Secretary  of  Agriculture  (Secretary) 
issued  a  proposal  to  define  “process 
fuel”  in  the  manner  proposed  by  Nitram, 
Inc.,  for  purposes  of  Title  IV  of  the 
NGPA  (44  FR  77187,  December  31, 


*The  “agricultural  use”  exemption  is  subject  to  an 
alternative  fuel  test  as  set  forth  in  section  206(b)(2), 
but  the  Commission  has  postponed  action  on  such 
test,  with  the  approval  of  Congress.  See  Order  No. 
83,  Docket  No.  RM80-29,  issued  May  1980  (45  FR 
33601.  May  20, 1980). 

’Section  206(b)(3)  of  the  NGPA  deFines 
“agricultural  use"  as  follows: 

(b)(3)  AGRICULTURAL  USE  DEnNED.— For 
purposes  of  this  subsection,  the  term  “agricultural 
use,”  when  used  with  respect  to  natural  gas,  means 
the  use  of  natural  gas  to  the  extent  such  use  is — 

(A)  for  agricultural  production,  natural  fiber 
production,  natural  Tiber  processing,  food 
processing,  food  quality  maintenance,  irrigation 
pumping,  or  crop  drying;  or 

(B)  as  a  process  fuel  or  feedstock  in  the 
production  of  fertilizer,  agricultural  chemicals, 
animal  feed,  or  food. 

*  Under  Title  IV  (curtailment),  the  Secretary  of 
Agriculture  is  authorized  to  certify  “essential 
agricultural  uses"  which  receive  a  priority  during 
periods  of  gas  curtailment. 
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1979).^  The  effect  of  the  proposed 
definition,  when  applied  to  the 
Secretary's  list  of  “essential  agricultural 
uses”  of  natural  gas,  would  have  been  to 
include  as  "essential  agricultural  uses” 
certain  volumes  of  natural  gas  used  as 
boiler  fuel  in  the  production  of  fertilizer, 
agriculhual  chemicals,  animal  feed  or 
food. 

After  the  Secretary  proposed  the 
dehnition  several  persons  filed  petitions 
for  rehearing  or  clarification  of  Order 
No.  49-A  to  determine  the  impact  that 
the  proposed  decision  would  have  on 
the  incremental  pricing  program  if  it 
were  to  be  adopted.  The  petitions 
requested  the  Commission  to  clarify 
that,  if  the  Secretary  adopted  the 
proposed  definition  of  “process  fuel"  for 
purposes  of  certifying  “essential 
agricultural  uses,”  such  “essential 
agricultural  uses”  would  be  exempt  fi'om 
incremental  pricing  as  “agricultural 
uses”  even  though  they  were  certified  by 
the  Secretary  after  the  adoption  of 
§  282.202(a)  on  October  15, 1979.  The 
Commission  denied  those  petitions  for 
rehearing  of  Order  No.  49-A  stating  that 
it  was  not  inclined  to  decide  the 
question  without  the  aid  of  further 
public  comment.  (45  FR 13068,  February 
28, 1980.)  On  the  same  day,  February  21, 
1981,  the  Commission  issued  a  Notice  of 
Opportunity  to  Comment  on  Whether  a 
Rulemaking  Proceeding  Should  be 
Established  in  Docket  No.  RM80-18 
(Notice)  (45  FR  13122,  February  28, 1980). 
In  the  Notice,  the  Commission  requested 
comments  regarding  exemptions  fit)m 
incremental  pricing  for  natural  gas  used 
as  boiler  fuel  to  raise  steam  which  in 
turn  is  used  as  an  integral  part  of  the 
manufachuing  process  of  fertilizer, 
agricultural  chemicals,  animal  feed  or 
food.® 

Thereafter,  the  Secretary  issued  a 
final  rule  adopting  the  proposed 
definition  of  “process  ^el”,  as  used  in 
section  401  of  the  NGPA  (45  FR  27741, 
April  24, 1980).  As  a  result  of  this 
definition,  boiler  fuel  users  of  natural 
gas  who  use  steam  directly  in  the 
manufacture  of  fertilizer,  agricultural 
chemicals,  animal  feed  or  food  became 
eligible  for  the  second  curtailment 
priority  as  “process”  users.  Many  of 
these  users  also  began  claiming 
incremental  pricing  exemptions  as 
“process”  users  pursuant  to  their 


*The  Secretary  proposed  to  deRne  “process  fuel" 
to  mean  “natural  gas  used  to  produce  steam  which 
in  turn  is  directly  applied  in  processing  of  products 
and  for  compression  of  products  so  that  processing 
may  take  place,  in  addition  to  direct  flame  and 
precise  heating  applications  of  natural  gas  in 
processing  of  products.  This  does  not  include 
natural  gas  us^  for  space  heating,  generation  of  hot 
water  for  plant  cleaning  and  generation  of  electric 
power.” 

•45  FR  at  13123. 


interpretation  of  §  282.202(a)  of  the 
Commission’s  rules  in  conjunction  with 
the  Secretary’s  rule. 

On  October  6, 1980,  the  Commission 
issued  in  interim  rule  in  Docket  No. 
RM80-75  (45  FR  67278,  October  9, 1980) 
amending  S  282.202(a)(1)  of  its  rules  to 
provide  Aat  only  “essential  agricultural 
uses”  certified  by  the  Secretary  before 
October  15, 1979  (the  original  effective 
date  of  §  282.202(a))  are  automatically 
included  in  the  definition  of 
“agricultural  use”  for  incremental 
pricing  purposes.  Uses  of  natural  gas 
certified  as  “essential  agricultural  uses” 
by  the  Secretary  after  October  15, 1979, 
were  not  automatically  included  in  the 
definition  of  “agricultural  use”  for 
incremental  pricing  purposes  but  were 
to  be  considered  individually  by  the 
Commission,  after  opportunity  for  public 
comment. 

The  Commission  issued  a  partial  stay 
of  that  rule  on  October  23, 1980,  the 
effect  of  which  was  to  extend,  on  the 
basis  of  regulatory  reliance,  the  claimed 
incremental  pricing  exemption  for  these 
“process”  users  who  had  filed  affidavits 
prior  to  October  6, 1980  (45  FR  76681, 
November  20, 1981).  Later,  on  April  23, 
1981,  the  Commission  issued  a  full  stay 
of  the  interim  rule  in  Docket  Na  RM80- 
75.  The  full  stay  permitted  “process” 
users  who  had  not  filed  affidavits  prior 
to  October  6, 1980,  to  file  them  and  gain 
an  exemption  on  the  basis  of 
§  282.202(a).  (46  FR  25599,  May  18, 1981.) 
This  stay  order  was  prospective  only, 
the  exemption  taking  effect  as  of  the 
billing  period  for  the  month  of  May  1981 
and  extending  until  such  time  as  ffie 
Commission  acts  otherwise. 

Accordingly,  as  of  May  1, 1981,  all 
“process”  users  who  manufacture 
fertilizer,  agricultural  chemicals,  animal 
feed  and  food,  were  able  to  file 
affidavits  claiming  incremental  pricing 
exemptions  on  the  basis  of  §  282.202(a), 
as  stayed. 

After  the  partial  stay  was  issued,  the 
Commission  held  public  hearings  in  both 
Docket  Nos.  RM80-18  and  RM80-75. 
Treatment  under  the  incremental  pricing 
program  of  natural  gas  used  as  boiler 
ffiel  to  raise  steam  which  forms  an 
intergral  step  in  the  manufacturing 
process  for  fertilizer,  and  other 
processes,  was  discussed  in  the  context 
of  both  dockets.'' 

On  June  30. 1961,  the  United  States 
Court  of  Appeals  for  the  District  of 
Columbia  issued  the  opinion  in  PGCG 


'  Commissioner  George  R.  Hall  stated  that 
material  provided  in  either  docket  would  be 
considered  in  resolving  the  issues  in  both  dockets 
and  that  materials  in  both  Dockets  RM80-1B  and 
RM80-7S  would  be  incorporated  by  reference. 
Docket  No.  RM80-18.  Hearing  of  October  28. 1980. 
Transcript  at  4. 


that  determines  that  natural  gas  used  as 
boiler  fuel  to  produce  steam  used  in  die 
manufacturing  process  of  products  is  not 
a  process  use.  On  July  31. 1981,  the 
Commission  issued  an  Order 
Delineating  Effect  of  Judicial  Action  on 
Commission’s  Regulations  (46  FR  41034, 
August  14, 1981).  The  Commission  stated 
that: 

By  [the  PGCG\  opinion,  the  court 
determined  that  natural  gas  used  as  boiler 
fuel  to  produce  steam,  which  steam  in  turn  is 
directly  applied  in  the  manufocturing  process 
of  product^  is  not  used  as  process  fi^  This 
determination  eliminates  the  exemption  from 
incremental  pricing  that  hafpmviously  been 
extended  to  such  uses  under  Title  D  of  the 
NGPA  (Mimeo  at  1.) 

The  Commission  went  on  to  note, 
however,  that  "it  opened  [Docket  No. 
RM8Q-18)  to  consider,  inter  alia, 
whether  to  institute  a  rulemaking  to 
provide  an  incremental  pricing 
exemption  under  section  206(d)  of  the 
NGPA  for  the  above-describ^  boiler 
fuel  uses  of  gas.”  (Mineo  at  5.) 

This  Notice  of  Proposed  Rulemaking  is 
issued  to  provide  further  notice  and 
opportunity  to  comment  with  regartl  to 
the  issues  raised  initially  in  Docket  No. 
RM79-14  (Order  No.  49-A).  and 
subsequently  commented  upon  in 
Docket  Nos.  RM80-18  and  RM80-75. 

n.  Discussion 

The  proposed  rule  would  add  a  new 
§  282.210  to  the  Commission's  rules  to 
exempt  fit)m  incremental  pricing  all 
natural  gas  used  as  a  boiler  fuel  to  raise 
steam  which  forms  an  integral  step  in 
the  manufacturing  process  of  fertilizer, 
agricultural  chemicals,  animal  feed  or 
food.  A  corresponding  amendment 
would  be  made  in  §  282.203  by  adding  a 
new  paragraph  (d)  to  reference  the  new 
§282.210. 

Section  206(d)  of  the  NGPA  grants  the 
Commission  broad  authority,  subject  to 
Congressional  review,  to  exempt 
industrial  facilities  from  incremental 
pricing.®  As  noted  above,  the  issue  of 


•  Section  206(d)  of  the  NGPA  provides: 

Other  exemptions. — 

(1)  IN  GENERAL.— The  Commission  may.  by  rule 
or  order,  [novide  for  the  exemption,  in  whole  or  in 
part  of  any  other  incrementally  priced  industrial 
facility  or  category  thereof  from  the  rule  prescribed 
under  section  201  (including  any  amendment  under 
section  202  to  such  rule). 

(2)  CONOIESSIONAL  REVIEW.— Any  rule  whidi 
provides  for  any  exemption  under  this  subsectioa 
may  take  effect  after  tte  expiration  of  the  RrsI  30 
calendar  days  of  continuous  session  of  Congress 
(determined  in  accordance  with  section  S07(b))  after 
a  copy  of  such  rule  has  been  submitted  to  each 
House  of  the  Congress,  unless,  during  such  30  day 
period  of  continuous  session  of  Confess,  either 
House  of  the  Congress  adopts  a  resolution  of 
disapproval  described  in  section  S07(cM3).  with 
respect  to  such  rule. 
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whether  to  grant  such  an  exemption  to 
boiler  fuel  users  of  natural  gas  in  the 
manufacturing  process  for  fertilizer, 
agricultural  chemicals,  animal  feed  or 
food  has  been  raised  and  discussed  in 
Docket  Nos.  RM79-14,  RM80-18,  and 
RM80-75.  Over  50  conunents  were 
received  in  Docket  No.  RM80~18  ®  as 
well  as  numerous  comments  addressing 
this  issue  in  Docket  No.  RM80-75.  The 
Commission  has  also  held  two  public 
hearings  at  which  20  persons  testified.  “ 

As  a  result  of  the  PGCG  decision,  the 
Commission  has  received  several 
requests  for  immediate  action  on  a 
rulemaking  in  Dodcet  No.  RM80-18.“ 
Generally,  the  fertilizer,  agricultural 
chemical  and  animal  feed  industries 
have  filed  petitions  requesting  the 
Commission  to  issue  a  section  206(d] 
exemption  from  incremental  pricing  as 
soon  as  possible.  This  group  of 
petitioners  will,  as  a  result  of  the  PGCG 
decision,  become  subject  to  incremental 
pricing  on  September  1, 1981. 

The  Commission  has  also  received 
petitions  in  opposition  to  the  granting  of 
a  section  206(d)  exemption  from 
incremental  pricing  for  the  use  of  gas  in 
boilers  to  generate  steam  used  in  the 
manufacture  of  fertilizer,  agricultural 
chemicals,  animal  feed  and  food.  These 
petitions  have  come  from  local 
distribution  companies  and  industrial 
trade  groups. 

The  Commission  is  issuing  this  Notice 
of  Proposed  Rulemaking  to  provide 
interested  parties  an  additional 
opportunity  to  comment  on  this  issue. 

The  comment  period  is  two  weeks,  a 
relatively  brief  period  necessitated  by 
the  combination  of  the  effect  or  the 
PGCG  decision  and  scheduled 
Congressional  adjournment.  Late-filed 

*  See  Attachment  A  for  list  of  commenters. 

''Treatment  under  the  Incremental  Pricing 
Program  of  Natural  Gas  Used  as  a  Boiler  Fuel  to 
Raise  Steam  Which  Forms  an  Intergral  Step  in  the 
Manufacturing  Process  for  Fertilizer,  Docket  No. 
RM80-18,  Hearing  of  October  28, 1980;  Interim  Rule 
Amending  |  282.202(a)  of  the  Commission’s 
Regulations  Under  the  Natural  Gas  Policy  Act  of 
1978,  Docket  No.  RM80-75,  Hearing  of  October  28, 
1980. 

"  Request  for  Immediate  Action  on  Rulemaking, 
filed  by  The  Fertilizer  Institute,  the  National  Council 
of  Fanner  Cooperatives,  and  the  American  Feed 
Manufacturers  Association,  filed  July  8, 1981; 
Response  of  the  Fertilizer  Institute  to  Petition  of  the 
Process  Gas  Consumers  Group  and  the  Georgia 
Industrial  Gas  Group  for  Orders  Dissolving  Stay 
and  Issuing  Hnal  Rule,  filed  )uly  29, 1981. 

"Petition  of  the  Process  Gas  Consumers  Group 
and  the  Georgia  Industrial  Gas  Group  for  Orders 
Dissolving  Stay  and  Issuing  Final  Rule,  filed  July  IS, 
1981;  Answer  of  the  Process  Gas  Consumers  Group 
and  the  Georgia  Industrial  Gas  Group  to  Request  for 
Immediate  Action  on  Rulemaking,  filed  July  20, 1981; 
Motion  of  United  Distribution  Companies  for 
Clarification,  Dissolution  of  Stay  and  Termination 
of  Rulemaking  and  Answer  to  Request  for 
Immediate  Action  on  Rulemaking,  filed  (uly  27, 1981. 


comments  will  be  considered  only  to  the 
extent  practicable. 

As  a  result  of  the  PGCG  decision,  the 
uses  that  are  the  subject  of  this  docket 
will  be  incrementally  priced  as  of 
September  1, 1981.  If  the  Commission 
were  to  decide  that  those  uses  should  be 
exempt  under  section  206(d]  of  NGPA,  it 
should  submit  a  final  rule  to  Congress  in 
September  1981  in  order  that  the  30-day 
period  for  Congressional  review  may 
run  before  scheduled  Congressional 
adjournment  in  October  1981. 

Otherwise,  the  subject  uses  would  be 
incrementally  priced  until  1982. 

The  Commission  believes  that  the 
previous  opportunities  to  comment  on 
this  issue  and  the  extensive  records 
established  in  Docket  Nos.  RM80-18  and 
RM80-75  indicate  that  the  public  has 
been  fairly  informed  of  issues 
underlying  this  rulemaking.  All 
comments  will  be  fully  deliberated  by 
the  Commission.  Therefore,  comments 
submitted  pursuant  to  the  instant  notice 
should  not  be  duplicative  of  previously 
filed  comments. 

The  Commission  particularly  invites 
comments  on  the  following  issues: 

1.  What  is  the  volume  of  natmal  gas 
used  as  boiler  fuel  to  produce  steam 
which  is  used  in  the  production  of  (1) 
fertilizer,  (2)  agricultural  chemicals,  and 
(3)  animal  feed  and  food?  How  many 
individual  facilities,  by  category,  are 
represented  in  the  volmnes  identified 
above? 

2.  What  companies  are  the  major 
producers  of  (1)  fertilizer,  (2)  agricultural 
chemicals,  and  (3)  animal  feed  and 
food?  What  fraction  of  their  total  sales 
result  from  these  products? 

3.  To  what  extent  will  the  average 
cost  per  unit  of  these  products  increase 
as  the  result  of  incremental  pricing? 
What  proportion  of  this  increase,  if  any, 
will  be  absorbed  by  the  producers  of 
these  products?  What  proportion  will  be 
passed  on  to  consumers? 

4.  Describe  and,  if  possible,  quantify 
the  impact  of  increased  energy  cost  in 
the  fertilizer,  agricultural  chemical,  and 
animal  feed  and  food  industries  on 
American  agricultural  production. 

5.  Desoribe  and,  if  possible,  quantify 
the  effect  of  an  increase  in  the  cost  of 
these  products  on  net  farm  income. 

6.  Is  quantifiable  data  available  to 
demonstrate  a  relationship  between 
incremental  pricing  of  the  facilities  in 
question  and  an  impact  on  farmers? 

7.  Is  quantifiable  data  available  to 
demonstrate  a  relationship  between 
incremental  pricing  of  the  facilities  in 
question  and  an  impact  on  consumers’ 
food  bills?  On  consumers’  gas  bills? 

8.  What  percentage  of  each  of  these 
products,  i.e.  fertilizer,  etc.  is  imported? 


9.  What  is  the  impact  of  incremental 
pricing  on  American  producers  of 
fertilizer,  etc.,  with  respect  to  their 
competitive  position  vis-a-vis:  (1)  forei^ 
imports  of  these  products;  and,  (2) 
domestic  products  manufactured  with 
intrastate  gas? 

10.  Is  there  a  policy  basis  for 
exempting  from  incremental  pricing  the 
subject  use  of  natural  gas  by  the 
fertilizer,  etc.  industries  and  not 
exempting  the  same  use  of  natural  gas 
by  other  agricultural-related  industries, 
e.g.  manufacturers  of  tractors  or  crop 
dusters?  By  industries  which  have  a 
signficant  impact  on  other  segments  of 
the  economy,  such  as  the  auto  industry? 

11.  Is  there  a  policy  basis  for 
exempting  firom  incremental  pricing  the 
subject  use  of  natural  gas  by  the 
fertilizer,  etc.  industries  and  not 
exempting  all  other  boiler  fuel  uses  of 
natural  gas  b^  the  fertilizer,  etc. 
industries?  By  other  agricultural-related 
industries,  e.g.  manufacturers  of  tractors 
or  crop  dusters?  By  industries  which 
have  a  significant  impact  on  other 
segments  of  the  economy,  such  as  the 
auto  industry? 

12.  Should  a  section  206(d)  exemption 
for  facilities  which  manufacture 
fertilizer,  etc.,  be  made  specifically 
subject  to  an  alternative  fuel  test  such 
as  the  one  set  forth  in  section  206(b)(2) 
of  the  NGPA  for  “agricultural  uses”? 

13.  What  percentage  of  these  facilities 
have  installed  alternative  fuel  capability 
for  their  boiler  fuel?  What  fuels  can  be 
burned  in  these  facilities!  with  installed 
alternative  fuel  capability? 

14.  What  standards  could  be  applied 
to  ascertain  whether  a  particular  use  of 
steam  is,  as  provided  by  new  proposed 
§  282.210,  an  “integral  part  of  the 
manufacturing  process’^  Should  any 
uses  be  expressly  excluded? 

15.  What  are  appropriate  policy 
standards  for  Commission  issuance  of 
an  exemption  pursuant  to  section  206(d), 
and  how  do  such  standards  apply  to  an 
exemption  for  manufacturers  of 
fertilizer,  agricultural  chemicals,  animal 
feed  and  food? 

in.  Congressional  Review 

The  regulations  below  are  being 
proposed  pursuant  to  section  206(d)  of 
the  NGPA.  Thus,  if  the  regulations  are 
adopted  by  the  Commission  as  a  final 
rule,  they  will  be  submitted  to  the 
Congress  for  review  prior  to  taking 
effect.  After  the  regulations  are 
submitted  to  each  House  of  Congress, 
they  may  take  effect  following  30  days 
of  continuous  session  of  Congress  (as 
set  forth  in  subsection  507(b)  of  the 
NGPA)  unless  either  House  adopts  a 
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resolution  of  disapproval  within  that  30 
day  period. 

IV.  Comment  Procedures 

The  Commission  invites  interested 
persons  to  submit  written  comments  on 
the  matter  proposed  in  this  notice.  An 
original  and  14  conformed  copies  of  such 
comments  should  be  Hied  with  the 
Commission  on  or  before  August  31, 

1981.  Comments  submitted  by  mail 
should  be  addressed  to  the  Secretary, 
Federal  Energy  Regulatory  Commission, 
825  North  Capitol  Street,  N.E., 
Washington,  D.C.  20426.  All  comments 
should  refer  to  Docket  No.  RM80-18. 

Written  conunents  will  be  placed*in 
the  Commission's  public  Hies  and  will 
be  available  for  public  inspection 
through  the  Commission’s  Office  of 
Public  Information,  Room  1000,  825 
North  Capitol  Street,  N.E.,  Washington, 
D.C.  20426.  The  Commission  will 
consider  all  timely  comments  before 
acting  on  the  matters  proposed  in  this 
notice. 

In  view  of  the  public  hearings  that 
have  previously  been  held  on  this 
matter,  the  Commission  is  not 
scheduling  further  public  hearings. 

(Natural  Gas  Policy  Act  of  1978)  15  U.S.C. 

3301;  Department  of  Energy  Organization  Act, 
42  U.S.C.  7701;  Administrative  Procedure  Act, 
44  U.S.C.  1501;  E.0. 12009,  42  CFR  46267 
(1970)) 

In  consideration  of  the  foregoing,  the 
Commission  proposes  to  amend  Part 
282,  Subchapter  I  of  Chapter  I,  Title  18  of 
the  Code  of  Federal  Regulations,  as 
provided  below. 


By  the  direction  of  the  Commission. 
Commissioner  Holden  voted  present. 

Kenneth  F.  Plumb, 

Secretary. 

1.  The  Table  of  Contents  for  Subpart  ' 
A  of  Part  282  is  amended  to  add  a  new 

§  282.210  entitled  “Exemptions  for 
natural  gas  used  in  the  manufacturing 
process  of  fertilizer,  agricultural 
chemicals,  animal  feed  and  food." 

2.  Section  282.203  is  amended  by 
adding  a  paragraph  (d)  to  read  as 
follows: 

§  282.203  Exempt  endnises. 

***** 

(d)  Exemptions  for  natural  gas  used  in 
the  manufacturing  process  of  fertilizer, 
agricultural  chemicals',  animal  feed  and 
food  under  section  206(d).  Natural  gas 
used  as  a  boiler  fuel  in  the  manufacture 
of  fertilizer,  agricultural  chemicals, 
animal  feed  or  food  is  exempt  from 
incremental  pricing  according  to  the 
provisions  set  forth  in  §  282.210. 

3.  Part  282  is  amended  by  adding  a 
new  §  282.210  to  read  as  follows: 

§  282.210  Exemptions  for  natural  gas  used 
in  the  manufacturing  process  of  fertilizer, 
agricultural  chemicals,  animal  feed  and 
food. 

Natural  gas  used  as  a  boiler  fuel  to 
raise  steam  which  in  turn  is  used  as  an 
integral  part  of  the  manufacturing 
process  of  fertilizer,  agricultural 
chemicals,  animal  feed  or  food  is 
exempt  from  incremental  pricing  under 
Title  II  of  the  Natural  Gas  Policy  Act  of 
1978  and  Part  282  of  the  Commission's 
rules. 

Attachment  A 

Commenters  in  Docket  No.  RM80-18: 

Gulf  Oil  Corporation 


Vertac  Chemical  Corporation 
FS  Services.  Ina 

Kaiser  Aluminum  &  Chemical  Corporation 
Public  Service  Electric  and  Cas  C^pany 
American  Feed  Manufacturers  Association. 
Inc. 

American  Gas  Association 
Farmland  Industries,  Inc. 

Pacific  Gas  and  Electric  Company 
Nitram,  Ina  -  — 

Vistron  Corporation 
Allied  Chemical  Corporation 
The  Public  Utilities  Commission  of  the  Stale 
of  California 
CF  Industries,  Ina 
New  England  Gas  Distributors 
United  Distribution  Companies 
The  Fertilizer  Institute 
N-Ren  Corporation,  St  Paul  Ammonia 
Products  Division 

The  Process  Gas  Consumers  Group.  The 
American  Iron  and  Steel  Institute,  and  the 
Georgia  Industrial  Gas  Group 
The  United  States  Brewers  Association.  Ina 
Terra  Chemicals  International,  Ina 
Columbia  Nitrogen  Corporation  and  Nipro. 
Inc. 

Kal  Kan  Foods,  Incorporated 
The  Brooklyn  Union  Gas  Company 
Beker  Industries,  Corporation 
The  National  Council  of  Farmer  Cooperatives 
Armour  Pharmaceutical  Company 
Valley  Nitrogen  Producers,  Ina 
Eli  Lilly  and  Company 
Agrico  Chemical  Company 
Miles  Laboratories,  Ina 
).  R.  Simplot  Company 
Stauffer  Chemical  Company 
Schenley  Distillers,  Ina 
Consolidated  Edison  Company  of  New  York. 
Inc. 

American  Dry  Mile  Institute,  Ina 
Whey  Products  Institute 
Northwest  Pipeline  Corporation 
Department  of  Agriculture 
United  States  Senate — Richard  Stone  and 
Lawton  Chiles 
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For  those  of  you  who  must  keep  informed 
about  Presidential  proclamations  and 
Executive  orders,  there  is  now  a 
convenient  reference  source  that  will  make 
researching  certain  of  these  documents 
much  easier. 
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